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To:  Members of the House Federal Relations, Energy and Telecommunications Committee
From: Montana Public Service Commission
Re:  HB 188 hearing — PSC and NorthWestern Energy charts

At the recent hearing on House Bill 188 (to revise qualifying small power production facility
laws), FRET Committee members were understandably confused about two charts that were
submitted by witnesses. The Renewable Northwest Project witness distributed a chart he
obtained from the PSC website that is part of a larger PSC consumer information document
about Northwestern Energy’s electric supply rates. The heading on the chart is, “Unit Prices of
Selected Sources of NorthWestern's Electric Supply from January 2009 through June 2012
(emphasis added). It shows the varying unit costs of certain selected resource components of
NorthWestern’s electricity supply portfolio for that time period. The “QF-1" bar of the chart
accurately represents the actual average historical unit cost of QF-1' projects that have delivered
power to NorthWestern since 2009, based on NorthWestern’s electricity supply monthly tracker
filings with the PSC. The QF Tier II contracts that are included in the supply tracker and the
stranded costs associated with those Tier II QFs that are recovered in a separate tariff were not
among the supply resources depicted in the chart.

The chart submitted by NorthWestern’s witness revises the title of the PSC chart to “Electric
Supply and Retail Costs From January 2009 through June 2012 and adds a bar that combines
the costs of the QF-1 projects with the cost of the Tier II QFs. It includes a note that says it is
unclear how the PSC calculated QF costs in its chart and speculates that the PSC chart deleted
the Tier II QF contracts or did not include the Tier IT QF stranded costs surcharge. The PSC
clarifies that its chart did not depict, and did not purport to depict, Tier II QF costs. Tier II QF
contracts represent pre-electric utility deregulation and re-regulation era QF policies. QF-1
contract prices reflect current PSC QF policy. HB 188 would affect QF-1 policies going forward
and would have no effect on Tier II QFs.

Witnesses also discussed the amount of energy provided by QFs relative to other supply
resources. The Renewable Northwest Project witness testified that QF-1 QFs provide 0.19% of
NorthWestern’s supply portfolio. This figure is correct based on the energy produced from

! “QF-17 refers to QF contracts other than Tier II that are administered under NorthWestern’s QF-1 standard rate
tariff. Under current PSC rules, a QF project must be 10 MW or less in size to be eligible for the QF-1 standard
rate.

* “QF Tier II” refers to contracts entered into before 1999 that were part of the Tier II settlement in 2002. The major
contracts in this group are Colstrip Energy Limited Partnership (CELP), Yellowstone Energy Limited Partnership
(YELP), and Broadwater Dam.
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January 2009 through June 2012. Again, the figure depicts the more recent QF-1 projects, not
the pre-deregulation era Tier Il QFs. The PSC expects that in 2013 QF-1 projects will represent
about 2-3% of NorthWestern’s supply portfolio.” In 2013, Tier I QFs will represent
approximately 12% of the portfolio.

The prices available to QFs through standard rates set by the PSC vary over time as market
conditions and the cost of supply alternatives available to NorthWestern change. Under
NorthWestern’s current, PSC-approved standard rates, a 10 MW wind QF would be paid an
average rate of $47.77 per MWh, after accounting for the cost of integration service. The PSC
expects that the average cost of energy from NorthWestern’s QF-1 resources will increase in the
2013-2014 period to about $66.00 per MWh as projects that entered contracts based on prior
vintages of the QF-1 tariff begin generating electricity.

We hope this letter helps to clear up any confusion that resulted from the two charts. Please
contact PSC Rate Analyst Will Rosquist (444-6359; wrosquist@mt.gov) with any questions.

* The PSC estimated the QF-1 share of NorthWestern’s 2013 supply portfolio based on information in
NorthWestern’s 2011 Electricity Supply Resource Procurement Plan and Its January 2012 Monthly Electric Supply
Cost Rate Adjustment filing.

Utility Consumer Complaints: (800) 646-6150
"An Equal Employment Opportunity/Affirmative Action Employer”
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